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PART 6.
CDBG SUPPORTED ECONOMIC DEVELOPMENT
LOAN FUND PROGRAMS

The state of Washington manages three Community Development Block Grant (CDBG) supported
Loan Fund Programs:

e Section 108 Loan Guarantee Program
e Rural Washington Loan Fund
Float Loan Program

The purpose of this section is to report activity for these three funds during program year 2004
(January 1 through December 31, 2004). Section A of this section will provide information detailing
loan activity and balances for the year. Section B contains project specific detail for each open
program year (2003 through 2004). Project detail is provided in preparation of entering this data into
HUD’s Integrated Disbursement Information System at the close of the 2004 program year.

Gardner Forest Products
Longview, Washington
Rural Washington Loan Fund

A. CURRENT LOAN ACTIVITY FOR PROGRAM YEAR 2004

Section 108 Loan Guarantee Program

Section 108 is the loan guarantee provision of the CDBG program. Section 108 provides
communities with a source of financing for economic development, housing rehabilitation, public
facilities, and large-scale physical development projects. Regulations governing the Section 108
program may be found at 24 CFR 570, Subpart M, “Loan Guarantees.” A list of obligations current
as of December 31, 2004 is in Table 6A below.

Although a pledge to back a loan guaranteed project does not immediately reduce the state's
CDBG allocation, future reductions due to payment default may result in the reduction of the
state’s annual award. Reductions to the state’s annual award are absorbed by the contingency
fund. Reductions in excess of the available balance within the contingency fund are to be
absorbed proportionally by all CDBG grant programs (non-loan fund programs). Net reductions
occurring in program year 2004 totaled $470,844. This amount was reduced from the state’s
annual grant award made available to eligible city and county jurisdictions. In program year 2004
the state pledged up to its 2004 CDBG allocation ($18 million) to be used for the loan guarantee
program. No loan guarantee projects were completed in 2004. Total loan guarantee fees
collected in 2004 were $0.
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Table 6A. Detail of Existing Section 108 Loan Guarantee Projects

Name Location Year | Original Balance as | CDBG Fund | Maturity
Amount of 12/31/04 Losses Date

Grays Harbor Hoquiam 1994 | $3,300,000 $0 | Principal: 8/1/2004
Paper $1,590,000

Interest:

$186,990.50
Shilo Inn Ocean Shores | 1994 | $3,600,000 $2,230,000 | 0 8/1/2014
Icicle Amusement | Leavenworth 1996 | $2,020,000 $1,140,000 | 0 8/1/2015
Everybody’s of Raymond 2001 | $1,960,000 $1,570,000 | O 8/1/2016
Raymond
Grays Harbor Grays Harbor | 2001 | $4,565,000 $4,565,000 | 0 8/1/2021
PDA Co.
Maritime Center Pt. Townsend 2002 | $1,000,000 $690,000 | 0 8/1/2023
Total Currently Obligated: $10,195,000

Rural Washington Loan Fund

The Rural Washington Loan Fund (RWLF), administered by the Economic Development
Division within CTED, was created by the Washington State Legislature to provide "gap
financing" to small businesses, primarily in economically distressed and timber-impacted areas of
the state. To conform to the State Constitution, the RWLF Program exchanges the state
appropriated RWLF funds with an equal amount of CDBG Program funds. RWLF is guided by

RCW 43.168 in addition to HUD regulations. Table 6B details a listing of jurisdictions that have
participated in using this resource to support businesses that are currently holding loans.

CTED received the “Special Friend of of Lew
County” award in 2004 for “remarkable

achievement in support of local efforts to buils
a better community.”

“Staff professionalism, enthusiasm and
dedication speak highly of the benefits gained

from state-local partnerships.”
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Table 6B. Outstanding RWLF Loans (as of 12/31/04)

Sponsoring Calendar Original ~ Total Payments to Principal Balance
Jurisdiction Year Lent Loan Amount 12/31/04 Due (12/31/04)
Town of Waterville 2003 $314,000.00 $34,970.10 $290,420.61
City of Union Gap 2003 $400,000.00 $48,597.72 $366,708.65
City Of Shelton 2003 $700,000.00 $115,787.16 $612,079.00
City of Centralia 2002 $150,000.00 $12,657.90 $145,513.62
City of Moses Lake 2002 $405,000.00 $89,948.05 $375,717.70
City of Union Gap 2002 $100,000.00 $108,805.60 $0.00
City of Omak 2001 $249,100.00 $55,915.95 $225,136.76
Okanogan County 2000 $240,000.00 $210,000.00 $92,940.99
City of Sunnyside 2000 $700,000.00 $189,663.68 $687,309.65
Yakima County 2000 $270,000.00 $73,782.41 $268,370.19
City of Ellensburg 2000 $35,000.00 $2,217.12 $33,923.95
City of Oroville 2000 $189,387.00 $61,973.10 $158,920.14
City of Republic 1999 $95,000.00 $45,359.00 $55,913.48
City of Shelton 1997 $50,000.00 $46,000.04 $31,213.75
Yakima County 1996 $497,448.00 $277,900.95 $489,569.06
City of Hoquiam 1996 $320,000.00 $127,283.45 $284,591.44
City of Langley 1995 $35,000.00 $2,437.30 $33,457.90
City of Anacortes 1994 $65,000.00 $72,388.76 $39,510.86
City of Centralia 1994 $135,000.00 $15,082.46 $131,045.36
City of Sunnyside 1990 $83,036.35 $100,854.39 $44,918.21

$5,032,971.35 $1,691,985.14 $4,367,261.32

In 2004, one RWLF loan directly funded by CDBG funds was made available to a business
through the participating local government, totaling $700,000 of resources lent. Since this loan

was funded directly with CDBG funds, the detail on this loan is provided in Part 5.

Float-Funded Activities Program

CTED manages the Float-Funded Activities program that serves non-entitlement jurisdictions by
using CDBG funds allocated to the Washington State CDBG Program, but not expected to be drawn
down for the duration of the loan term. These funds may be used to provide short-term loans to
businesses/developers for economic development/job creation activities that meet a HUD National
Objective. Float-funded activities are described in the HUD regulations at 24 CFR 570.301 (b).

In 2004, the CDBG Program directly funded one float-funded activity totaling $8,400,000 with
Lewis County to provide crucial financing for the Cardinal Glass project. This float-funded
activity is listed in the summary table below and in the IDIS detail information for program year

2004 provided in Part 5.

AMOUNT OF FUNDS AVAILABLE

Based on the estimated cash expenditures of CDBG construction grants and the amount of estimated
funding available for the FY 2004 Washington State CDBG Program, a total of $1,905,000 of
CDBG resources were made available for float-funded activities in program year 2004. Total
program income received from float-funded activities for program year 2004 was $4,297. Up to two
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percent of all float-funded activity resources held and collected by the state may be used for
administrative activities.

Table 6C. Float-Funded Activities (as of 12/31/04)

Float-Funded Float-
Activities Funded
Name Location Year Amount Activities Date of Due
Program | Issuance Date
Income
Cardinal Glass Lewis County 2004 $8,400,000 $0 | 12/30/04 | 6/30/07
Cascade Coatings Lewis County 2003 $605,000 | $12,133.14 | 6/24/03 12/24/05
Gorge Delights Skamania County | 2003 $250,000 | $6,246.59 | 9/4/03 3/4/06
Shoemaker Kittitas County 2003 $1,050,000 | $10,471.23 | 10/29/03 | 4/29/06
Manufacturing

* All Float-funded activities are secured in full by an Irrevocable Bank Letter of Credit.

B. INTEGRATED DISBURSEMENT INFORMATION SYSTEM PROJECT DETAIL

The attached tables provide project detail for all CDBG supported loan fund activities in currently

open program years (2002 through 2004).
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